IN THE UNI TED STATES BANKRUPTCY COURT
FOR DI STRI CT OF DELAWARE

I N RE:

PHP Heal t hcare Corporation Bankrupt cy No. 98-2608

Debt or ( s) Chapter 11

PHP Li qui dating LLC
Movant (' s)

V.

Pri cewat er houseCoopers, LLP
Respondent ( s)
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Appear ances:

Thomas LaConte, Esquire, and Victoria Couni han
Esquire, for PHP Liquidating LLC

Chri stopher Lhulier, Esquire, and Janes Ricciardi,
Esquire, for PricewaterhouseCoopers, LLP

Phillip Nenmecek, Esquire, for North Anerican
Adm nistrators, Inc., and North Anerican Health Pl ans, |nc.

MVEMORANDUM OPI NI ON*
The matter before the court is the Mtion of the PHP
Li qui dating Trustee for an Order Pursuant to Bankruptcy Rul e
2004 Conpel i ng Docunent Production by PricewaterhouseCoopers,
LLP. The plan of reorganization, confirmed on Cctober 12,

1999, established the PHP Liquidating LLC ("LLC') to |iquidate

The court’s subject matter jurisdiction was at issue.
During oral argunent, for the reasons expressed on the record
on January 29, 2001, | ruled that this court does have
jurisdiction. This Menmorandum Opi nion constitutes our findings
of fact and conclusions of law as to the nerits of the Rule
2004 noti on.



Debtor's assets for the benefit of Debtor's creditors. Under
the plan, LLC was assigned Debtor's causes of action, one of
which is in arbitration and involves allegations that North
Anerican Adm nistrators, Inc. and North Anerican Heal th Pl ans,
Inc. ("North American") as third party adm ni strator

m shandl ed the adm nistration of clainms submtted by Debtor and
Debtor's affiliates. The plan also assigned to LLC Debtor's
books and records, and its "clains and rights" therein,

I ncl udi ng those books and records in the possession of third
parties.

Prior to plan confirmation, Debtor hired Pricewaterhouse-
Coopers ("PWC') to performan audit to determ ne whether North
Anerican perforned its duties. The audit yielded a report
dated 1998, entitled "PHP Heal thcare Corporation, Onsite
Assessnent of North American Health Plan, August 10-14, 1998".
LLC s financial advisor, Arthur Andersen, wants to conduct its
own anal ysis and audit of North Anmerican's adm nistration of
clainms in preparation for the arbitration proceeding. To that
end, Arthur Andersen wants to review PW s work papers and
ot her docunents used by PWC in preparing the 1998 Report.

State | aw defines the property interests in question

Butner v. U S., 440 U S. 48, 55 (1979)("Property interests are

created and defined by state law'). Delaware |aw provi des at
title 24, section 120 ("Owership of working papers"), as
follows (in pertinent part):

(a) Al statenents, records, schedul es,



wor ki ng papers and nenoranda nmade by a
permt holder* or a partner, share-

*permit to practice accountancy
or certified public accountancy
is required, 8§ 102(8)

hol der, officer, director or enployee of a
permt holder, incident to or in the course
of rendering services to a client, except
the reports submtted by the permt hol der
to the client, and except for records that
are part of the client's records, shall be
and remain the property of the permt

hol der in the absence of an express
agreenment between the permt hol der and the
client to the contrary.....

(b) A permt holder shall furnish to his or
her client or former client ... (1) A copy
of the permt holder's working papers, to

t he extent that such working papers include
records that would ordinarily constitute
part of the client's records and are not
otherwi se available to the client....

This section expressly provides that work papers? bel ong
to the professional absent an agreenent to the contrary. No
one has provided this court with evidence of an agreenent to
the contrary and LLC has not cited any authority that would
conpel PWC to enter into such an agreenent before or after the
fact. There is also no allegation that the "other docunents”
sought by LLC included records that would "ordinarily
constitute"” records of the Debtor and therefore be available to
LLC as its assignee. However, if any of Debtor's docunents or

records (not including PWC s work papers) are in PWC s

’LLC al | eges that PWC showed the work papers to Arthur
Andersen in connection with another matter. That fact,
however, does not change ownership of the papers.



possessi on, custody or control, they remain property of Debtor
and shall be produced to LLC s representative.

LLC argues that assignnent of Debtor's causes of action
and books and records entitles it to PWC s work papers and
ot her docunents. |In addition, LLC asserts that the work papers
and ot her docunents are Debtor's assets because Debtor was
PW s client. Therefore, as Debtor's assignee, LLC contends
that it is entitled to the work papers and docunents. Any
docunents that were not property of the Debtor before the
assi gnnents under the plan of reorgani zati on do not becone
property of the LLC by virtue of the assignnent.

In addition, LLC cites no authority for the proposition
that a client is entitled to its professional's work papers.
LLCis entitled to no nore than Debtor woul d be and Debt or
woul d be entitled only to reports submtted to it and records
that belonged to it in the first place. The fact that the
papers and docunents at issue concern work that was done for
the Debtor is not determ native of ownership. This is
precisely the type of argunent for which 8120 provides
protection to the professional for work papers and to the
client for the source records and docunents.

LLC al so asserts that access to the work papers and
docunents will "substantially reduce” Arthur Andersen's tine to

performits audit and that because PWC previously provided



access it should be required to turn themover now. ® PWC
concedes that it previously gave Arthur Andersen access to its
wor k papers for sone other purpose. However, its cooperation
earlier does not inpose an obligation on PAWC to turn those
papers over to LLC or its professional, Arthur Andersen, now,
nor does it obligate PW to execute an agreenent under 8120(b).
Section 120 does not entitle LLC to work papers belonging to
t he professional sinply because they woul d be germane to
adm ni stration of the estate or save another professional tine
or effort. The work papers are available only if (a) there is
an express agreenment entitling Debtor/LLC to themor (b) those
papers include records that would ordinarily be Debtor's/LLC s
and are not otherw se available to Debtor/LLC. LLC has set
forth no facts upon which I can find that the work papers neet
either standard. As stated earlier regarding other docunents
or records, to the extent that any source records or docunents
are in PWC s possession, custody, or control, 8120 suggests
that they be released to Debtor/LLC, and PAC will be so
or der ed.

An appropriate order will be entered.
DATE: February 23, 2001 [ S/

Judith K Fitzgerald
United States Bankruptcy Judge

3PWC obj ects to the turnover request, arguing that it was
first raised during oral argument and that no adversary action

was brought. Inasnmuch as | find the work papers to be property
of PWC and not of Debtor or the estate, no turnover action wll
lie as to the work papers. | amnot aware that there is a

di spute as to any docunents other than the work papers.



CC:

Thomas LaConte, Esg.

Col e, Schotz, Meisel, Fornman
& Leonard, P.C.
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919 North Market Street, 16'" Fl oor
P. 0. Box 8705
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Janmes P. Ricciardi, Esq.
Cheryl A. Sol onon, Esq.

G bson, Dunn & Crutcher, LLP
200 Park Avenue

New York, NY 10166

Philip Nenmecek, Esq.
Rosenman & Colin, LLP
575 Madi son Avenue

New Yor k, NY 10022-2585

United States Trustee

601 Wal nut Street

Curtis Center, Suite 950 West
Phi | adel phia, PA 19106



IN THE UNI TED STATES BANKRUPTCY COURT
FOR DI STRI CT OF DELAWARE

| N RE: (
PHP Heal t hcare Corporation E Bankruptcy No. 98-2608
Debt or (s) E Chapter 11
PHP Li qui dating LLC E
Movant ( S) E
v E
Pri cewat er houseCoopers, LLP E
Respondent ( s) (
E
ORDER

AND NOW this 23"% day of February, 2001, for the reasons
expressed in the foregoing Menorandum Opinion, it is ORDERED,
ADJUDGED, and DECREED that the Mdtion of PHP Liquidating LLC
for an Order Pursuant to Bankruptcy Rule 2004 Conpelling
Docunent Production is DENIED with regard to
Pri cewat er houseCoopers' work papers and GRANTED as to any of
Debtor's/LLC s records and/or docunents in the possession,
custody or control of PricewaterhouseCoopers. Production of
Debtor's/LLC s records and/or docunents shall be nmade within 20
days hereof. |If there is any dispute as to records or
docunents other than the work papers, either party may seek

relief fromthis court, after conferring to attenpt to resol ve



the dispute, by filing an appropriate pleading within 30 days
her eof .

[ S/

Judith K Fitzgerald
United States Bankruptcy Judge
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